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KOREA KEY _ECONCMIC INDICATORS 


Unless otherwise indicated, all values are in current U.S. $ Million and represent period 


i aceesemetnt eminence eens le inal 
Exchange Rate: US$1.00=791.8 won Prel. Est. Percent Change 


1982 1983 1984 1982 1983 


INCOME, PRODUCTION, EMPLOYNENT 


75,088 80,101 
GNP at Constant (1980) Prices 68,658 75,071 80,701 
Per Capita GNP ($) 1,800 1,880 1,974 
Plant & Equipment Investment 8,065 8,511 9,200 
Personal Incare 54,561 57,587 61,108 
Indices: 1980 =100 

Industrial Production 118.1 13353 154.8 

Avg. Labor Productivity 125.0 143.8 162.5 

Avg. Industrial Wage 137.8 153.2 165.5 
Labor Force (Thous.) 15,080 15,128 15,700 
Avg. Unemployment Rate (%) 4.4 4.) 4.0 
Total Population (Thous. Mid-year) 39,331 39,951 40,578 


MONEY AND PRICES 
Money Supply (M2) 1/ 26,581 28,835 32,114 
Interest Rates (Conml. Banks) 12.3 10.0 10.3 
Indices: 1980 =100 
Wholesale Price 126.0 126.3 126.9 
Consumer Price, all cities 130.1 134.5 137.9 
GNP Leflator 124.1 iZ7.7 i29& 


BALANCE OF PAYMENTS AND TRACE 
Gold and FX Reserves |/ 6,984 6,910 7,300 
External Debt 1/ 2/ 37,200 40,100 42,600 
Annual Debt Service 3/ 4,420 4,650 5,450 
Annual Debt Service Ratio (%) 3/ 15.6 15.4 15.7 
Balance on Current Account -2,650 -1,619 -1,000 
Balance of Trade (FOB) -2,594 -1,650 -1,000 
Exports (FOB), Customs Basis 21,853 24,445 27,000 
To U.S. 6,243 8,245 &,700 
Imports (CIF), Customs Basis 24,251 26,192 28,800 
From U.S. 5,956 6,274 7,200 
Average Exchange Rate (Won/US$) 731.5 776.2 790 ‘ 
Per iod-End Exchange Rate (Won/US$) 748.8 795.5 800 ‘ 6.2 


Electronics and Electrical Machinery ($967), Non-electrical Machinery ($774), Raw Cotton 


oe Scrap Iron ($143), Coal ($127), Raw Hides & Skins ($273) and Pulp and Papers 
192). 


B. Major exports to the U.S. in 1983 (in U.S. $ million, FOB): Textiles ($1,665), 


Electronics and Electrical Machinery ($1,671), Footwear ($880), Iron & Steel Products 
($891) and Ships ($643). 


Footnotes: * Percentage changes calculated in won terms. ** Discontinuity in a time 
series. |/ Tata are for end of period. 2/ All external debt including debt of under one 
year maturity. 3/ Includes payments on debt of one year and longer maturity as a 
percentage of total exports of goods and services. 


Source: Embassy estimates, Bank of Korea, Econamic Planning Board and Ministry of Finance. 





I. OVERVIEW 


The Korean economy had its best performance in five years during 1983. The 
economy grew 9.3% in real terms, while the GNP deflator (the best single 
measure of inflation) dropped to only 2.9%. Exports and imports grew strongly 
(about 12% and 8%, respectively), and Korea's chronic current account deficit 


dropped to about $1.6 billion, down from levels of almost $5 billion as recently 
as 1981. 


At this point, Korea's prospects for 1984 look even better. Real economic 
growth of at least 7.5% is expected for 1984, and continued tight monetary and 
fiscal policies (including a small rollback in government spending below 1983 
levels) are expected to keep the GNP deflator to 1-2%. The Korean 
Government projects strong growth in exports (averaging 14%) and imports 
(averaging 12%) through 1986, and a modest ($0.4 billion) current account 
surplus by 1986. External debt should remain quite manageable. Achievement 
of these goals is a good possibility, if oil and raw material prices remain steady 
and Korean exports continue to find markets. Korea can help facilitate its 
access to foreign markets by accelerating the process of opening its own 
markets to imports and investment and following up major reforms of its trade 
and investment regimes enacted in late December 1983. 


II]. POLITICAL SETTING 


Fall, 1983 began in tragedy with the downfng of a Korean Afri fnes passenger 
jet by the Soviet Union and the bombing massacre of Korean leaders by North 


Korean soldiers in Rangoon. Strong support from the international community 
helped Korea weather these disasters, especially the strong condemnations of 
Soviet behavior from the International Civil Aviation Organization (ICAO) and 
of North Korean behavior by the fiercely neutral Government of Burma. 
Korea's external response to the Rangoon provocation was statesmanlike 
restraint; internally, national solidarity muted normal political criticism of the 
ROK Government for several months. 


The flow of high level visitors to Korea continued throughout the fall and 
winter. The most significant was President Ronald Reagan, whose reassurance 
to the Korean people of the long-standing American commitment to Korean 
security was especially welcome. His strong support for the development of 
democratic political institutions was equally well received. Beginning in 
December, the Korean Government took several steps to relax internal 
tensions by releasing most of the several hundred students that had been 
arrested in campus demonstrations during the year, allowing their conditional 
reinstatement on campuses, and withdrawing ROKG security forces from the 
Campuses - a major student demand. The Government also eased the ban on 86 
professors that had been suspended for political activities and restored the 
rights of most of the former politicians that had been banned from political 
activities. National Assembly elections are expected in late 1984 or early 
1985. These measures may be the first steps in a political liberalization 
process designed to prepare for a peaceful transfer of power if, as he 
steadfastly maintains, President Chun, Doo Hwan steps down from office in 
1988 - the first peaceful transition of power in Korea's modern history. 





Ill./ KOREAN ECONOMIC TRENDS 


Macroeconomic Performance: Korean economic performance was in bright 
contrast to the somber mood after the Rangoon tragedy. The Korean economy 
exceeded virtually all expectations in 1983, posting 9.3% real growth and low 
(2.9%) inflation. The strong 1983 performance marked the first time under 
.President Chun, Doo Hwan that the Korean economy matched the average real 
growth rate that characterized the economy during the 1965-79 "economic 
miracle" years under President Park Chung Hee. 


Domestic consumption and construction pulled the economy through the first 
half of 1983, but then exports took over, fueled by demand from the economic 
recovery in the industrial countries, especially the United States. Economic 
output (GNP) reached $75 billion in 1983, and is expected to hit $80 billion in 
1984, with both trade and domestic demand growing strongly. 


The newly revised 1984-86 portion of the 1982-86 Economic and Social 
Development Plan projects annual real economic growth of at least 7.5%, 
annual inflation of 2% or less, and savings and investment rates approaching 
30% of GNP through 1986. In the absence of major unforseen external 
economic shocks, the economy is expected to grow to just over $97 billion 
(current dollars) in 1986, with a per capita income of $2,325 (current dollars). 
These projections are ambitious, but Korea's 20 year track record of 
exceptionally sound economic management and performance suggests that 
confidence in Korea's growing productivity and efficiency is well placed. 


Agricultural Sector: Government statistics show an estimated rise of 8.2% 
agricultural output in 1983, but this year's output will probably grow only 
2-3%. A drought starting in November and a colder than normal winter, 
combined with a smaller area under cultivation, have significantly reduced the 
outlook for the June barley crop. If above average rain is not received in April 
and May, October's rice crop will also suffer. Last year's above normal growth 
in the livestock sector began to level off late in the year and has since 
declined, due primarily to problems in the swine industry. As a result, both 
swine numbers and animal feed production are expected to decline in 1984. 


The value of agricultural imports from the U.S. increased 16% in 1983 to over 
$1.8 billion (FOB). Recovering U.S. commodity prices and a continuing 
expansion in the Korean economy should see a further small increase in 1984. 
Smaller corn imports will be offset by larger purchases of wheat, cotton, 
soybeans, and hides and skins. Larger than normal government-held stocks of 
rice will continue to preclude rice imports in 1984, unless a quality problem 
develops with the stocks. 


Industrial Production: Industrial production grew 15% in 1983, the sharpest rise 
since 1978. Heavy and chemical industries led the way, in response to strong 
overall demand for machinery and electric appliances and strong domestic 
demand for construction materials and transport equipment. A significant 





decline in international demand for iron, steel, and textiles kept total 
production in these areas at or below 1982 levels, but demand in other areas 
was strong enough to raise overall industrial capacity utilization about eight 
points to almost 80% in 1983. 


Construction: The residential part of the domestic construction boom that led 
the economy early in the year fell off considerably by the second half of 1983, 
but business construction maintained a rapid pace throughout the year. 
Construction permits were up 33% overall from 1982, with business 
construction pemits up 48%. New overseas construction orders had fallen to 
$4 billion for the first 9 months of 1983 (only 40% of the $10 billion placed in 
the same period of 1982), but prospects brightened in November, when Dong 
Ah Construction and two of its subsidiaries landed what may be the largest 
single construction contract ever: a $3.3 billion water project in Libya. 


Foreign exchange earnings from overseas construction declined from $2.5 
billion in 1982 to $1.9 billion in 1983, but the loss was offset by lower prices 
for imported oil. Most of Korea's overseas construction customers are Middle 
East or African oil exporters, whose revenues have been cut by the current 
softness in oil prices. While Korea's 1983 construction earnings declined 
almost $600 million dollars from 1982, so did its bill for the crude oil it must 
import. 


Government Budget: The 1984 budget sets spending slightly below the 1983 
level of about 13 billion dollars, and provides a 700 million dollar surplus to 
offset some of the chronic deficits in the off-budget special funds and 
accounts. Both the rollback and the surplus are firsts in modern Korean 
Government budget history: part of a two-year drive to wring inflationary 
expectations out of the economy and reestablish the conditions for sustained 
high rates of real economic growth. Revenues are expected to grow 5.3% over 
1983, with tax receipts growing as the economy expands, but non-tax receipts 
declining slowly as the role of state-owned monopolies and enterprises in the 
economy continues to shrink. Defense spending remains about 33 percent of 
the budget, but has dropped slightly to about 5.5% of projected 1984 GNP, 
thanks mostly to revised GNP calculations made after the budget was in place 
that showed GNP growth over the last few years to have been slightly higher 
than previously thought. Spending for education and social development in 
1984 is up from 27.6 to 28.8% of the budget, and about 5% of projected GNP. 


Money and Prices: Tight monetary policies paid off for Korea with 
exceptionally low inflation levels for the high growth achieved in 1983. 
Wholesale prices remained almost flat, while consumer prices and the GNP 
deflator were only 3.4% and 2.9%, respectively. Money supply (M2) growth hit 
the target of 15% almost exactly. The Government expects tighter fiscal 
policy in 1984 and continued tight monetary policy to result in even lower 
inflation in 1984 than in 1983, assuming no major price shocks on oil or other 
imported raw materials. M2 growth is projected at 12% for 1984; barely 
enough to keep pace with the 7.5% or more real growth expected in 1984. 





Commodity Trade: Korea's exports (FOB) reached $24.4 billion in 1983, up 
almost 12% from 1982, while imports (CIF) grew 8% to $26.2 billion. The 
resulting trade deficit of $1.75 billion was Korea's smallest since 1977. 


The U.S. and Japan were Korea's largest trading partners in 1983, accounting 
for a combined total of almost 48% of Korea's exports and imports. After 
several years of approximately balanced commodity trade with the United 
States, Korea ran a surplus of almost $2 billion with the U.S. in 1983. 
(According to official U.S. data, the bilateral surplus was smaller - $1.2 
billion.) However, Korea's long-standing trade deficit with Japan ballooned to 
almost $3 billion, over four times Korea's trade deficit with its major oil 
suppliers: Saudi Arabia and Kuwait. 


Exports and imports are expected to grow at average annual rates of 14% and 
12% respectively during the next three years (1984-86). Korea's trade and 
current account deficits are expected to shrink to $1 billion in 1984 and be in 
slight surplus ($400 million) in 1986 - this compares to average Current account 
deficits of $4.7 billion and trade deficits of $4.1 billion in the 1979-81 period. 


Export Market Access: There is little doubt that Korea can produce the 
necessary export volumes (almost $36 billion in 1986) at competitive price and 
quality. But there are two significant caveats in this otherwise very rosy 
picture: weak demand (from the weak recovery) in countries other than the 
United States, and access problems in Korea's major export markets. The 
former will be resolved if the global economic recovery spreads and 
accelerates, as many expect it to do during 1984. Ironically, market access 
questions will be harder to address, because many of the problems are caused 
directly by the rapid economic growth and real productivity gains that are 
otherwise regarded as very positive changes. 


Real economic growth involves changes In the way an economy's assets 
(including labor or human capital) are deployed. Very rapid real growth, 
such as Korea and the United States experienced In 1983, usually Involves 
substantial change and stress. Substantial trade between such dynamic 
economies increases dramatically both the benefits of trade and the 


risks of short and long term disruptions, dislocations, and other 
uncomfortable changes. 


Mechanisms like the section 201 "Escape Clause" provistons In U.S. trade 
law, Korea's emergency tariff system, quotas, and voluntary restratnt 
agreements are all designed to restore stability when imports grow so 
quickly that they seriously Injure domestic producers. Both Korea and 
the U.S. subject some of each other's goods to such controls, even 
though both economies would benefit from freer trade over the long run. 





Other trade mechanisms, such as U.S. antidumping and counterval ling duty 
laws, are sometimes incorrectly described as “protectionist”. For 
example, they were so labeled In the Koreah press coverage of the 
February 24 announcement by the U.S. Commerce Department of dumping 
margins averaging 14% on many Korean Color Televiston receivers (CTR's) 
exported to the U.S. -Dumping means selling something In an export market 
at less than domestic market price; the margin fs essentially the 
difference between foreign and domestic factory prices, excluding taxes. 
Antidumping mechanisms are not protectionist; they are designed to 
support the freest possible flow of trade by protecting otherwise 

open markets from dumping and similar unfair trade practices. The 

U.S. International Trade Commission recently ruled that domestic CTR 
producers face Injury or a threat of Injury from Korean (and Taiwan) 
CTR's. However, the three largest Korean CTR producers (Lucky-Gold Star, 
Samsung, and Daewoo), and the Korean Electronics Industry Association, 
have already begun to take steps to challenge, reduce, or eliminate the 
apparent price margins and to avoid future dumping incidents. 


Despite growing protectionist sentiment at home, the U.S. remains the largest 
and most open market in the world. According to Korean customs 

data, Korean exports to the U.S. grew 32% In 1983 over 1982 levels, 

whtle Korean Imports from the U.S. grew 5%. Korea's largest market 

access problem is with Japan, whose exports to Korea rose over 17.6%, 

but whose imports from Korea rose less than half of one percent 

(0.4%) In 1983. 


The Presidential Trade Mission from Korea that visited the U.S. in early March 
was part of an effort to kill two birds with one stone: to reduce the trade 

deficit with Japan and the trade surplus with the U.S. by buying more of 

Korea's imports in the U.S. The mission returned to Korea in mid-March after 

signing contracts to purchase $2 billion in U.S. goods and making commitments 

to buy $1.3 billion more in 1984, including about half a billion dollars in new 
(non-traditional) imports from the U.S. 


The Koreans hope their March buying mission will also help Korea keep its 
favorable access to the U.S. market under the Generalized System of 
Preferences (GSP) program. This program, which allows many products from 
developing countries to enter the U.S. duty free, expires at the beginning of 
1985. The Administration has proposed renewal of GSP with somewhat reduced 
benefits for the more developed beneficiaries (including Korea), but there is 
sentiment within the Congress to eliminate GSP entirely or at least to 
"graduate" the top three beneficiaries: Taiwan, Hong Kong, and Korea. 


Import Liberalization: On January 1, 1984, the Korean Government began a 
broad downscaling of its tariff rate structure from an average rate of 23.7% in 
1983 to an average rate of 18.1% in 1988. It followed in late February by 
announcing the phased removal of non-tariff barriers ("liberalization") on 
hundreds of import items through 1988. The Government said the target was a 
liberalization ratio of 95% by 1988, i.e., 95% of the customs items (by eight 
digit CCCN classification numbers) would be removed from the list of 





restricted imports. The government is making its liberalization timetable 
clear in advance to give domestic industries time to adjust to the steady 
opening up of the economy. 


The Government expects imports to rise significantly (an annual average of 
12%) over the next three years (1984-86). However, some confusion over the 
pace and intent of the import reforms has arisen from different interpretations 
of the term “import liberalization". Koreans use the term to mean removing 
items from the restricted list (i.e., eliminating non-tariff barriers), while 
Americans use the term to mean removal of all tariff and non-tariff barriers, 
i.e., a Completely free market. Korean practice is to open up the tightly 
controlled market for imports gradually, by removing many items from the 
restricted list ("liberalizing"), but simultaneously raising tariffs on the more 
sensitive items to provide temporary tariff protection, and then steadily 
reducing these tariff barriers toward target levels over the next several years. 
The result is gradual progress In opening up the market, but not as much 
as fast as outside observers expect when first told of the high liberalization 
ratio of 81% in 1983 and 95% by 1988. 


Foreign Debt: Korea's improving trade and current accounts and increased 
domestic savings are expected to limit the increase in Korea's foreign debt to 
6.2% in 1984, up to a total of $42.6 billion. Short term debt is expected to 
drop below 33 percent of total debt and the debt service ratio (excluding short 
term debt) is expected to remain below 16 percent. Foreign exchange reserves 
are expected to grow by $0.4 billion to $7.3 billion at year end, 1984. 


Continued improvements in the trade and current accounts and in domestic 
savings are expected to slow the growth of foreign debt substantially through 
1986. Gross foreign debt in 1986 is now expected to be only $47.4 billion, 
almost 27 percent less than the $64.5 billion projected for that year in the 
original 1982-86 Economic and Social Development Plan. Unlike many 
countries with large foreign debt, Korea also has substantial foreign capital 
assets: mostly ships and overseas construction projects financed by the Korea 
Export-Import Bank. Korea's net foreign debt (foreign liabilities minus foreign 
assets, such as reserves and these foreign capital assets) is expected to peak at 
$32.9 billion in 1986, and decline thereafter, presaging a decline in gross 
foreign debt beginning in 1989. 


Foreign Investment: Foreign investment approvals grew 43% in 1983, from 
$183 million in 1982 to $268 million in 1983. Last year's approvals surpassed 
the Government's target of $250 million for 1983, and reached the highest level 
in a decade. For the first time in five years, approvals of investment from 
Japan exceeded those from the United States (63% and 22%, respectively). 
However, 56% of the "Japanese" investment was for a $94 million expansion of 
the Lotte Hotel by a Korean investor residing in Japan. Most of the U.S. 
investment was by large U.S. firms in new and existing electronics projects. 


Unlike the strong growth in foreign investment approvals, investment arrivals 
remained steady at about $100 million, slightly below the recent peak of $105 
million in 1981. Arrivals of Japanese investment accounted for 38% of the 
total, while arrivals of U.S. investment accounted for 35%. 





=9= 


Investment withdrawals, reductions and cancellations during 1983 represented 
about 4% of investment approvals and 11% of investment arrivals in 1983. A 
significant withdrawal by Union Oil at the end of a contract period was 
announced in the press in late 1983, but does not appear in 1983 investment 


data because, according to the Ministry of Finance, actual withdrawal of 
investment capital did not begin until early 1984. 


Since 1982, the focus of foreign investment has shifted from heavy and 
chemical industries to consumer and service industries. In 1983, the hotel and 
tourism sector accounted for 58% ($156 million) of investment approvals. This 
included three new hotels (two from Japan and one from the Netherlands) and 
additions to two existing ones: the Lotte Hotel project and a $12 million 
addition to the Seoul Hilton Hotel. The large investment in hotels appears to 


be a response to Korea's rapidly growing economy in general, and to the 1986 
Asian Games and 1988 Olympics in Seoul in particular. 


Although the ROKG has generally preferred investment in joint ventures with 
foreign equity of 50% or less, the volume of foreign investment controlled (i.e., 
more than 50% equity ownership) by foreign investors has increased in the past 
two years. This is particularly true of the larger projects, which tend to have a 
higher technology component than smaller projects. 


Korea's economic policy-makers hope to induce significantly more foreign 
equity investment to reduce Korea's historically high reliance on foreign debt. 
For this reason, the Government revised its Foreign Capital Inducement Law 
(FCIL) in late 1983 to encourage additional investment inflows by easing 
approval procedures and lifting virtually all restrictions on remittances and 


reinvestment. The implementation regulations and decrees are being 
developed now, and should be released by the end of April, 1984. When the 
revised FCIL takes effect on July 1, 1984, it is expected to permit automatic 


approval of a foreign investment up to $3 million and up to 50% foreign equity 
in areas not specifically prohibited in a new "negative list." 


When fully implemented, the new FCIL should liberalize the entry conditions 
for foreign investment into Korea significantly. Problems remain, however, in 
the implementation of laws and regulations by working level bureaucrats, some 
of whom do not yet fully share the enthusiasm of Korea's economic leadership 
for foreign investment, with certain operating conditions required of 
joint ventures, and in the adaptation to differences between Korean 
and other cultures. The recent establishment of a high level council! 
to facilitate investment applications and handle investment disputes 
is a step in the right direction. However, it is still too early 

to tell how much the campaign to encourage foreign investment will pay 
off In additional tnvestment arrivals, but the jump In approvals In 
1983 is encouraging. 


series of modest steps were taken in November and January to improve bank 


profitability, but profitability has remained weak, especially among Korean 
banks. 





The beginnings of a differentiated loan interest rate system were established in 
late January, when banks were allowed to charge from 10 to 10.5% interest on 
loans, depending on risk, instead of the previous flat rate of 10%. This is one 
of the first steps in the long journey of deepening the financial markets in 
Korea to bring the Korean financial sector up to the productivity levels of 
Korea's more sophisticated commodity producers. 


Another promising financial development is news reports of the pending 
formation of a "Korea Fund" by U.S. investors. This fund would develop a 
portfolio of common stock of larger Korean companies, and appears to be an 
innovative way of inducing new U.S. investment. Another indication of 
financial deepening is recent sales of modest amounts of commercial paper by 
some of Korea's largest conglomerates in the Hong Kong financial markets. 


Opening up the Korean financial sector to internal and external market 

forces remains the most complex and difficult liberalization facing the 

Koreans. Recently announced measures designed to gradually accord 

"national treatment" to foreign banks over the next few years represent 

a significant step. The transition to market directed allocation is made 
especially difficult by Korea's substantial international debt - over $40 billion, 
the fourth highest developing country debt In the world, after Mexico, 

Brazil! and Argentina. Troubles in these three countries have made some 
international bankers nervous about other large debtors, even though 

Korea's debt service record and prospects are exceptionally good. 


The international bankers who underwrite Korea's large syndicated borrowings 


in effect are lending to Korea's economic technocrats, who have a 20-year 
track record of astute allocation of economic resources and sustained strong 
real economic growth. As long as the technocrats are directing the economy, 
these bankers feel assured that Korea's real growth will continue to be more 
than adequate to service Korea's debt. The Government will continue to move 
slowly and carefully in sharing allocation decisions with market mechanisms to 
reduce the possibility of confusion and mistakes during the transition by 
inexperienced Korean bankers and other market participants that might worry 
those who are holding Korea's international debt. 


U.S. Exports: With one of the healthiest economies in the world, Korea 
remains a very promising market for U.S. agricultural and other exports, 
especially for the advanced production equipment needed to modernize its 
industry and maintain export competitiveness. Specific categories with good 
prospects are medical instruments and equipment, analytical and scientific 
instruments, large-scale computers, energy conservation systems and 
equipment, electronics industry production‘and test equipment, food processing 
and packaging equipment, telecommunications equipment and_ building 
products. Korea also will continue to be a major market for industrial raw 
materials, such as coal, chemicals, scrap metals, and logs. U.S. exports tend 
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more toward raw materials and machinery, but recently consumer goods have 
been increasing too, as the import regime opens up. The Government recently 
announced plans to liberalize motion picture imports, which should increase 
both the volume and the value of U.S. motion picture exports to Korea when 
they take full effect in early 1985. 


Major Projects: The Korean Government continues to foster rapid expansion of 
infrastructure facilities in Korea. U.S. firms are likely to bid on providing 
equipment for the Seoul subway, engineering services and equipment in the 
areas of water treatment facilities and solid waste management, 


telecommunications, and on nuclear power plants |! and 12, once invitations to 
bid are made. 


U.S. companies should be aware of the need for "in-country" representation in 
order to be well-positioned to win major contracts in Korea. The Korean 
Government generally requires, for example, that foreign firms associate with 
Korean engineering firms when bidding on Government projects. Thus, U.S. 
engineering firms should establish contact with Korean engineering firms prior 
to the formal announcement of projects by the Government. 


U.S. Investment: Prospects for U.S. investment remain good, with the most 
promising areas being electronics, automobile parts, and medical equipment. 
There are news reports of large U.S. automakers working out arrangements 
with Korean partners to supply parts or even assemble cars for the U.S. 
market. Similar opportunities for production for world markets are available 
in electronics, especially in semiconductors and computers, and these will be 


enhanced if the Government study now underway leads to full "product" 
patents (to complement existing "process" patents) and full copyright 
protection as the Government has suggested it might by 1987. 


New U.S. banks continue to express interest in establishing Korean branches. 
The apparent success of the KorAm Bank (50.1% Korean ownership, 49.9% 
Bank of America) may be a prototype of future banking investments in Korea. 


Foreign Trademarks: On March 20, 1984, the Ministry of Commerce and 
Industry strengthened the criteria for the inducement of foreign trademarks 
and raised export obligations tied to the use of foreign trademarks. Under the 
new rules, no agreement on the use of foreign trademarks will be approved 
unless it includes inducement of technology. Approval of trademarks for an 
identical product will be limited to two cases or less, to avoid excessive use of 
foreign trademarks. No renewal of foreign trademark agreements will be 
allowed, in principle, unless two years have elapsed from the date of 
termination of the initial trademark agreement. The maximum duration of a 
trademark agreement for consumer goods for domestic (non-export) use has 
been halved to 5 years and extensions of the agreement may be approved only 
up to 3 years, if justified. There are also minimum export requirements for 
some products, ranging from 30-50% of gross sales. 
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